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COMMITTEE ACTION

. The ETIC approved the minutes of the June 9-10, 2004, Energy and
Telecommunications Interim Committee.

. The ETIC adopted bill draft request LC0045 as amended.

. The ETIC adopted bill draft request LC0042 as amended.

. The ETIC adopted bill draft request LC0041.

. The ETIC approved the drafting of a conceptual bil tax reduction

for renewable resource generating facilities of or
subsequently moved to reconsider its action.
. The ETIC adopted bill draft request LC8686 as 2

CALL TO ORDER, APPROVAL OF MINUTES

called the meeting to order at 8:35 a.m., in Room'T
noted the roll (ATTACHMENT 3). Sen. Johnson ca
(ATTACHMENT 4) and Chalrman Olson he{d the p(

hs (A‘i’TACHMENT 5).
pproved. The motion

carrled unanimously.

UPDATE ON NORTHWESTERN.E!

ficer for NorthWestern Energy, continued the presentation and
ucturmg contalned in Exhibit 1. Mr. Bird commented NWE is

continued fhe presentation and provided the ETIC with an update on the upcoming
Img season contained in Exhibit 1.

Mr Drook closed the presentation by stating he is excited about NWE’s new leadership and the
new strategy which focuses on the regulated utility business.
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Mr. Drook suggested NWE would emerge from bankruptcy with the cleanest balance sheet in
the industry. Mr. Drook emphasized that NWE has not raised rates in Montana because of the
bankruptcy, and that NWE’s shareholders, not the average ratepayers, were the ones who
paid for the bankruptcy.

. Questions from the ETIC

monthly power bills to have the power get to the west coz
only i in reverse and replied NWE m|ght be asked to take:

heatlng season and asked how much of the 30 percent, g;‘ i
of transmission of the gas, enabling the gas to be movﬁd into
Schrum responded natural gas is a competitive en y%groduct
track together to a certain extent, and noted com

ous products must
also experiencing
o had an effect since
. In

Mr. Drook suggested this
. Mr. Schrum added that NWE i is

and NWE's policy that says if a customer
3 not quality for budget billing. Rep. Galhk

we stated he would prefer to have the utility speaking with a customer
earlier in the heating season. In addition, Comm. Rowe noted the A
1, refers to nominal dollars not real dollars, and Comm. Rowe suggested

arly 1980s were also extraordinarily high. Comm. Rowe recalled suggesting many
years ago that energy prices were in a trough and measures should be taken in advance of
hitting the other side of the trough. Comm. Rowe suggested an opportunity was missed in the
1980s to prepare for the current energy spikes. Comm. Rowe closed by stating prices are
remarkably higher and much more volatile now than they were in the 1980s, which will require
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using tools now which may not have been as important in the 1980s.

Sen. Emily Stonington asked whether NWE’s commitment to not expand beyond utility-type
investments was a legal requirement of the agreement. Mr. Drook replied NWE has agreed to
limit its investments in non-utility activities, but noted NWE could invest all it wanted in the utility
business. Sen. Stonington commented many corporate boards are looking at restructuring and
asked Mr. Drook to expand on the NWE’s new board members. Mr. Drook prowded
background information on the new board members of NWE.

interested in bidding, but no date has been set. Mr. Bird
accepted into the RFP with a contract.

Sen. Johnson directed the presenters to page 14 and
company post-bankruptcy are not people who would gel
utility company. Sen. Johnson wondered if the new owrs

»”

the market and noted the “best interest of the company’

vest as equity owners in a
ild want to put the company on

better days ahead. Mr. Drook
r. Drook thought a saie of the

2d to the'question and stated NWE is attempting to target an
and that typically utilities pay an even higher dividend rate.

Bira noted NWE
down the det

explained the four largest QFs have been renegotiated. Mr. Drook
eement on whether NWE had the right to reject the QFs. Mr. Drook
t rejecting the QFs would prolong the bankruptcy and could result in large claims being
inst the banlgruptcy estate. Mr. Drook stated canceling the QF s was simply not worth

Rep.:Gallik expressed concern about having people whom they have not met controlling
Montana'’s energy future. Mr. Drook addressed that concern by stating NWE’s new board
members have extensive experience in the energy field and will receive a comprehensive
briefing on NWE. In addition, the new board members wiil attend a boot camp.
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Mr. Drook clarified for Rep. Gallik that it is management’s position to not sell the company, and
that he could not speak for the new Board of Directors. Mr. Bird added the new Board of
Directors will have a fiduciary duty to evaluate offers to purchase the company.

Sen. Fred Thomas asked what the top three creditors’ percentile would be. Mr. Drook replied at
one time, there were four owners who owned approximately 60 percent of the equity. One of

those top three creditors has liquidated its holdings, and Mr. Drook did not have any information
on who the purchaser was. Mr. Drook stated investors would make decisions based upon their

(Tape 2; Side A)

Sen. Thomas asked Mr. Drook if NWE was comfortable*
up in Montana. Mr. Drook responded NWE is committeds
explained it is a tremendous responsibility, and NWE will
Montana, and that history dictates NWE may not rec

standpoint that has to happen, but
the proposed refinancing.

commented that
Montana First.

PUBLIC SERVICE COMMISSION PROPOSED LEGISLATION REVIEW AND UPDATE ON
PSC ACTIVITIES

. NWE’s Bankruptcy



Commissioner Bob Rowe, Montana Public Service Commission, presented the ETIC with a
PSC update (EXHIBIT 2). Comm. Rowe spoke about the inherent extreme differences
between the utility bankruptcy in California and what was experienced by Montana. Comm.
Rowe commented the PSC was pleased that NWE’s new Board of Directors would be attending
a boot camp. Comm. Rowe stated NWE'’s new Board members are high quality, and he has
urged the new individual Board members to hold a Board meeting in Montana.

Comm. Rowe addressed the audit performed by Liberty Consuiting, and commenﬁad his
objective has been to put in place a regulatory environment that was rig
constructive, and neutral. Comm. Rowe stated disallowances are not |

Chairman Olson inquired how much money NWE has s
expenses. Comm. Rowe explained all expenses will be

he plant would serve part
VE's consultant will need to

evaluate the portfolio and make d s about ‘what kinds of filings it will make with the PSC.
Comm. Rowe identified unfinished S \pply area as revisiting rate design for
‘ ‘Rowe thought it would be important to

hought it was critical to identify new or existing
. Comm. Rowe added the Legislature has stated this
eds to plan accordingly.

he current RFPs, and Mr. Drook could not say what kind of
d they are being evaluated by an independent third party.

Sen. Thmmas was curiof
proposals are coming in

whether the PSC would retain oversight over disconnects, and Comm.
C would retain its specific guidelines on customer termination. Comm.
arious utilities have different practices regarding termination of utilities.

‘Rowe ‘'strongly suggested it is critical that the customer be contacted at any sign of
payment difficulty. Comm. Rowe explained the number of actual disconnects is relatively small
compared to the number of disconnect notices issued.

Rep. Gallik inquired whether there were any legislative impediments if NWE were to hand off
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the default supply and what the responsibility of the PSC would be. Comm. Rowe replied that it
is the utility’s responsibility, and legislative action would be necessary. Comm. Rowe stated the
current system is finally kicking into gear and suggested focusing on that system rather than
starting a new system. Comm. Rowe explained that a transfer of the defauit supply could occur
through the current RFP if an all-requirements proposal were accepted by the parties and
approved by the PSC. Mr. Todd Everts clarified the process would also require a statutory
change.

In addressing Telecoms, Comm. Rowe explained there has been trem

ndous agtivity and
directed the ETIC to the major telecom issues outlined in Exhibit 1. 4

PROPOSED LEGISLATION RELATED TO TELECOMMUY

. Rick Hays, Qwest

Mr. Rick Hays, President of Qwest in Montana, shared
warrant consideration during the 2005 Legislature. Mr.
ETIC (EXHIBIT 3).

ssented written tesﬁmony to the

REVIEW COMMITTEE BILLS

. Ring Fencing Draft Legislation =
-

mmary of written comments
. Mr. Everts reviewed LC0045.

Mr. Todd Everts, Staff Attorney, dlrected@e ETICﬁ a
he received on the ETIC’s proposed d it Ieglslakw”h (EXHI
Mr. Everts explained that he transl ST
on ring-fencing into a bill draft.

contained on Exhibit 4. The PS

Rep. Gallik r
wondered whet
case-by—cas&

axplanation of lines 3-4, on page 2. Mr. Everts explained the
section was the “hammer.” Mr. Everts explained a “material affiliate

Sen. Thomas asked for
Ianguage contamed in tk

verts agreed the term “significant” was nonspecific. Chairman Olson
ﬁ10|ty could be provided under utility transactions. Mr. Everts explained LC0045
ility for the PSC to review actions taken by the public utility that may potentially
impact the fiscal integrity of the utility and allow the PSC to have some control. In contrast,
LC0042 (EXHIBIT 5) provides authority to approve the transfer, acquisition, or lease of a utility
asset. Mr. Everts explained the difference, noting that LC0045 ensures the financial integrity of
the utility is protected, and L.C0042 has to do with the actual transfer of an asset.
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Sen. Thomas inquired whether there was a time frame for action by the PSC, and Chairman
Olson responded there was not. Sen. Thomas expressed concern about the lack of a specific
time frame.

Sen. Stonington asked if the definition could be written so it defines “significant” as having a
potential impact on the financial stability of a regulated energy utility and then describes the

type of material affiliate transactions that would be reviewed and approved. Sen. Stonington
suggested this would add definition to the terms. Mr. Everts agreed he could make: that
change

was all inclusive, and if not, whether language indicating 1
added for clarification. Sen. Stonington believed “includin
limited to” and would not exclude other options.

Rep. Gallik offered a friendly amendment to add

language stating that where acti
be set for hearing.

replied the PSC supports LC0045. Mr. Everts clarified for Sen. Johnson that LC0045 provides
regulated utilityzmay not enter into a material affiliate transaction without the review and
| of the PSE&. Comm. Rowe further explained that most of what occurs wouid fall

0 materiality.

Comment
Mr. Carl Schweitzer, representing the Sheet Metal and Air Conditioning Contractors, was

disappointed LC0045 did not cover the issue of an affiliated activity being conducted by a
regulated utility that is not reviewed to determine whether the activity is affecting the rates.
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Sen. Johnson inquired whether Mr. Schweitzer addressed his particular point before the
Governor’'s Task Force. Mr. Schweitzer replied that his concern could be addressed by ring-
fencing legislation, although he did not specifically recall testifying to that specifically before the
Governor's Task Force.

Rep. Gallik asked how Mr. Schweitzer would propose to amend the bill to address his concerns.
Mr. Schweitzer could not offer a specific amendment but stated anything within the regulated
energy utility should fall under the PSC’s review. Mr. Schweitzer spoke about the.installation of
energy systems by regulated utilities, and how that service affects rates: Rep Gallik agreed,
and stated he would support LC0045 with the understanding that con Fshould be given
to Mr. Schweitzer’s concerns. (

Rep. Matthews stated MDU customers do have the optig 'o’ pay a sesg;&l
does sell and service appliances. Rep. Matthews urge&&autlon a@ﬁt includ
specifics in the proposed legislation and losing ring- -feniging all tgg’ether

Mr. Everts stated he would get the new language for the: legislation to the ETIC

members as soon as possible.

“garried unanimously

Sen. Thomas’s motion to adopt
Sen. Ryan voting by proxy. -

Mr. Everts pre
directed the E

in fhe packet entltled “Pl mment on ETIC Draft Legislation” (EXHIBIT 7).

Sen ,Stomngton moved T1C approve LC0042.

Sen ‘Stonington noted: the reference to Section 1(3)(6) should be to Section 1(3)(b). Mr. Hays
agreed Sen Stonington asked Mr. Hays to provide a history of the 10 percent versus 25
"Section 1(b)(i). Mr. Hays stated the 10 percent was used to cover the
ajorlty of asset transfers that take place in the state. Sen. Stonington noted the
Id be between $50 million and $125 million.

Chairman Olson noted the third revision requires the placement of “operating or managing the”
after the word “of” and wondered which “of” the revision referred to. Mr. Hays determined the
language should be inserted after the first “of” and “a” should also be stricken.
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Sen. Thomas asked Mr. Everts whether he thought the proposed edits were helpful to the
proposed legislation. Mr. Everts explained some of the proposed revisions were cleanup
language, but some were also policy related. Specifically, Mr. Everts identified revision No. 4
as a policy decision. Mr. Everts was uncertain about No. 5, and in addressing No. 6, Mr. Everts
recalled “diminish” means to reduce and the term “limit” means to restrict. Mr. Everts was
uncertain about No. 7, and stated the suggested revision contained in No. 8 was substantive
and is a policy decision. Mr. Everts suggested the first revision was already covered. Mr.
Everts thought revision No. 3 was clarification, but deferred to the PSC.

Jomm. Rowe
ght No. 1 was

Sen. Stonington suggested the revision proposed in No. 3 was nons
reviewed the proposed revisions and added his comments
already in Code, and stated he opposed No. 2. In addres

the Sen. Stonington that the suggested revision did not fiov
uncertain about No. 4 and did not know what the impli
with the revisions contained in Nos. 5 and 6. Comm.
commented No. 8 would have to be done through a co
2, Comm. Rowe stated he takes the opposite view as Mi
Rowe recalled Mr. Hays stating the intent of the bill is to,
under the PSC’s review. Comm. Rowe suggested the;langua
majority of transactions from PSC review. Comm. R noted &
potentially be a large part of a company. Comm closed his’
PSC'’s focus is mainly on revision No. 2.

.case process. In sing No.
egarding the intent. Comm.

responded that Qwest was inter
utilize the acquisition. Mr. Hays“
forward basns it should go like a

ecide whether a company was financially capable.
rove the transaction if it found that the applicant for the
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Sen. Johnson noted the word “the” would need to be placed in front of applicant.

Sen. Thomas's motion that the ETIC adopt proposed amendments 5, 6, and 8, including Sen.
Johnson’s suggestion, carried unanimously with Rep. Fuchs and Sen. Ryan voting by proxy.

(Tape 3; Side B)
Rep. Gallik asked what “just and reasonable rates” would mean. Comm. Rowe suiggested the

term “just and reasonable” is a term of art and stated there are treatises writte,
term. Comm. Rowe suggested the traditional way to define “just and &

respectfully stated he could not support that change a
should occur in a different statute.

Rep. Gallik spoke about the reference to 180 days comnt
asked if 180 days is enough time. Comm. Rowe th

d he woﬂ?d like to g procedural rules address issues
‘/stopéﬁ‘é 180 days:from running. Rep. Gallik noted that
gj‘iﬁlr Nelson suggested the PSC couid
p. Gallik noted that since subsection (4)
be better to a||ow the PSC the same

such as an incomplete applicatio
as written, subsectlon (4) says

.’Rowe suggested the $200,000 figure could be raised significantly. Comm.
orted mcludlng both a percentage and a dollar vaiue, i.e. $200,000 or ten percent,
€ in addition to the possibility for an exemption provided under Section 1(c).

Sen. Thomas asked for examples of transactions that the legislation would have applied to.
Comm. Rowe replied the largest transactions have involved the complete transfer of operation
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of The Montana Power Company (MPC) to NWE and the sale of telecommunication
exchanges.

Sen. Johnson referred the ETIC to the PSC’s proposed amendments contained in its
memorandum dated September 1, 2004, and incorporated in Exhibit 7. Sen. Johnson thought
the PSC'’s suggestion of adding $200,000 or 10 percent, whichever is less, was a good
suggestion. Sen. Johnson made a substitute motion to accept the recommendation of the PSC
in relation to Section 1(b)(i).

Sen. Thomas suggested that Sen. Johnson’s concerns would be add
stated “whichever is greater.” Comm. Rowe cautioned the
1(b)(ii) which provides an exemption for any transaction i’
addition, Comm. Rowe noted subsection (c) provides f
the dollar amount, Comm. Rowe did not feel any attac

ht of Section

business. In.s

Sen. Stonington recalled the historical value of the iss
as being regardless of the percentage, this type of revie
results |n a change of ownershnp of the whole busmess 5

necessarily be a sale of the whole business, but w
of utility service to a customer in Montana.

would be.

Chairman Olson asked Mr. Doug
Association, how much distribu i

Montana Electric Cooperatives

or $200,000. Mr. Hardy responded it
jle-phase distribution. Mr. Hardy explained a
: r. Hardy explained how power lines are very
pcould be done for $200,000.

Rep. Gallik ask | N es would fall W|th|n the ordlnary course of busmess and
Mr. Hardy agre

; old should be Iower and there should also be a percentage that
omas suggested it would be better to use a percentage since it wouid

ection 1(b)(i) wouId reflect $500,000 or 15 percent whichever is greater. Sen.
Johnson’s motion carried with Sen. Gallik voting no, and Rep. Fuchs and Sen. Ryan voting by
proxy.

Rep. Gallik moved to amend LC0042 on page 3, subsection (4), by amending the last sentence
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to read, “The applicant or the commission may waive this requirement for good cause shown.”
Rep. Gallik believed the commission should be able to have more time if it could show good
cause and, if the applicant could waive the requirement, the commission should be able to have
the same ability.

Rep. Gallik's motion failed by a 4-4 vote with Rep. Fuchs and Sen. Ryan voting by proxy.

Rep. Gallik moved subsection (3)(b) on page 2 be amended by changing “just andifeasonable”
to “cost-based”. Rep. Gallik believed too many arguments could be magde aboufwhat is “just
and reasonable.” Rep. Gallik suggested “cost-based” is more narrowly o ensure the
public interest is being served by providing not only the ability but also having
a reasonable rate of return. i

money on the transaction. Rep. Gallik stated his inten
acquisition plus a reasonable rate of return.

At the request of Rep. Matthews, Comm. Rowe comment 2would strongly oppose Rep.
Gallik's amendment because there are a number of different ;

courts have found to be just and reasonable. In additic it
apply not only to power supply transactions, bu i gulation. Comm.
Rowe stated he would prefer to see the Legisle sof |
particular applicable statute.

anging “just and reasonable” to

as useful, but referred the issue to Mr. Nelson. Mr.
ncept contained in subsection (3)(c) and commented it
en an application for a transfer is reviewed.

lisallowance. Mr. Nelson thought the objective in a pre-transaction
nd see what circumstances might arise and whether a new acquiring

age in any majo
is to look ahe

hasvtoa:approve the transfer if it finds rates will not increase.
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Sen. Johnson asked whether the PSC considers these factors whenever it is considering
approving anything that will have an affect on the consumers in Montana, such as the sale of
MPC. Mr. Nelson agreed the PSC did consider those factors in that instance, and that the
purpose of the legislation is to resolve a dispute as to whether the PSC has that fundamental
authority. Comm. Rowe added that the purpose of subsection (3) is to specify findings the PSC
should make in reviewing a transaction. Sen. Johnson asked if he was to assume these
considerations were not contemplated by the PSC in the instance of the MPC sale because the
considerations were not set out. Comm. Rowe replied the PSC did look at the itemis, and the
legislation is an attempt to set forth in statute what items the PSC should consider. Sen.
Johnson asked if the list was complete, and Comm. Rowe replied he he list was
adequate. Mr. Nelson added the items were discussed by k Force, and the
list is compiled of factors they thought were critical.

legislation reads “the commission shall approve” and t
met for approval.

with Sen Thomas’s summary. Sen
legislation.

rts explained th
y tax exemption
certain conditions

3543 will extend the eligibility date to January 1, 2012, for the
d to electrical generatlon and transmlssmn facnlty propertles

aved the ETIC adopt bill draft request LC6543.

plained to Sen. Thomas that the proposed legislation does not include wind
generation, but that there are other property tax incentives on the books for wind generation.
Mr. Everts explained that there is a five-year property tax exemption for new generating
facilities built in Montana with a nameplate capacity of less than one megawatt and using
alternative renewable energy resources. In addition, there is a property tax reduction for
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generating plants using alternative fuels greater than one megawatt. Mr. Everts noted the
provision for property tax reduction contains some qualifiers. Mr. Everts explained LC6543
provides for a property tax exemption for a ten-year period and also contains a few qualifiers,
including a requirement that the owner “shall offer” contracts to sell fifty percent of the facility’s
net generating output at a cost-based rate. In addition, the property tax exemption is limited to
a five-year period for generation facilities powered by oil or gas turbines.

Chairman Olson asked if the legislation would set up an
Colstrip generation facilities would be eligible for the tax:]
expressed concerns about the legislation costing local go'
suggested using the new business tax credit, which is ¢

Rep. Gallik thought the legislation would be setting up ar
who would want to provide generating facilities by coal-figed;
eliminates wind. Rep. Gallik stated wind could be the.fiifure Montana Rep. Olson
reminded Rep. Gallik that wind has received numeroL i the years. Rep.

Gallik suggested lncentnves should be glven to .

amending the legislation to include wind,
legislature for its consideration.

Sen. Thomas’s motion that the ETIC adopt bill draft request LC6543 failed with Rep. Gallik,
Sen. Johnson, and Sen. Stonington voting no, and Sen. Ryan voting no by proxy.

(Tape 4; Side B)
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. Interim Committee Laws Revisions Draft Legislation

Mr. Everts only received one public comment on LC0041 (EXHIBIT 9) and directed the ETIC
members to the comment contained on Exhibit 4 received from Montana Independent
Telecommunications Systems (MITS). Mr. Everts explained the intent of LC0041 was to
cleanup loose ends in terms of policy making with respect to the ETIC and its oversight of the
PSC. The proposed legislation also attempted to eliminate the Environmental Quality Council’s
(EQC) statutory oversught over the energy development process and grants that a@thonty to the

Mr. Everts added the proposed legislation clarifies that the ETIC has
Department of Public Service Regulation and the PSC.

Rep. Gallik was curious why § 90-4-101 was being rem
explained there is an energy policy in statute that was di
Legislature. The section contains a process in which
will maintain a continual process for energy policy devel
will eliminate that and maintain the policy on the books.’
language under the interim committee statutory authority
identified a duplication of effort and suggested there né’”ed only|
energy policy.

ommittee developing

. Public Comment

by means of an alternative, renewable energy
new or expanded industry property tax reduction on
e first nine years of operation, subject to the approval
: If so approved, the facility is taxed at 50 percent of its
he first five years after the construction permit is issued. Each
he percentage is increased by equal percentages until the full
ttained in the tenth year. If owned by a utility, an exempt
enerator, or certain other electrical energy producer, this property
vould betaxed on six percent of assessed value. If owned by an electric
ooperative, this property would otherwise be taxed at three percent of assessed
“value. If owned by any other business, the real property would be taxed at 3.46
percent, and the personal property would be taxed at a rate of three percent of
assessed value. The assessed value of real property is adjusted every five
years to reflect market trends . . . The tax reduction applies only to taxes levied
for the local high schools and elementary schools and for the local government
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offering the reduction. It is something that is approved by the local government.

Sen. Stonington wondered at what point the local public would vote on the property tax
reduction. Chairman Olson stated at the present time, the reduction is not voted on by the
public and is a decision made by the County Commissioners in consultation with the school
district and the city council.

Rep. Gallik commented that he believed it was too late to be drafting legislation tgi@e reviewed
and endorsed by the ETIC and presented during the 2005 Legislative Session..sRep. Gallik
suggested Chairman Olson introduce the bill independent of the ETIC; r 4

Chairman Olson’s motion to approve a conceptual bill for.€
Rep. Gallik and Sen. Ryan voting no.

meeting and providing an opportunity for public commer 7
draft legislation i is received and reviewed by the ETIC

Sen. Thomas understood Rep. Gallik's ce, erns, |
would still have to go through the whoi
not feel the legislation should have th
has had the full scrutiny of the ETlﬁi rd the p

ioners for approval Chairman Olson pointed out that the
j_j,wmd generation greater than one megawatt.

I
“hairman Olson disagreed and stated procedural due process would be
=rly noticed conference call.

that everyone be given an opportunity to review the proposed legisiation.
. Stoning on suggested if proper procedure could be followed, the ETIC should proceed,
and if proper procedures could not be followed, that Rep. Olson independently bring the bill
before the Legislature. Chairman Olson agreed.

Sen. Thomas moved the ETIC reconsider its action in approving Chairman Olson’s conceptual
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legislation regarding a property tax reduction for renewable resource generating facilities of one
megawatt or greater. The motion carried unanimously.

DISCUSSION AND PUBLIC COMMENT ON POTENTIAL UNIVERSAL SYSTEM BENEFITS
LEGISLATION

. Representative Olson’s “Cost Effective” Definition Proposal

Mr. Everts directed the ETIC members to his memorandum outlining potential k
Benefits (USB) proposals (EXHIBIT 10).

Chairman Olson recapped the ETIC’s actions regarding
reminded the ETIC that it had adopted Chairman Olso ‘
to pass the proposed legislation in its entirety. Chairman Olson prgj £
provisions of the USB legislation, as outlined in items of Ex }bl’( 10, shouid
and voted on separately.

10 were
noncontroversial, and suggested the ETIC nt to passitnose noncontroversial
items first. .

ratepayers’ utility bills, and tha
effective.

effective for
weatheriz

airman:Qison suggested the money could be better used for
d conservation.

Mr.:Dave Ryan, repres ’pting the National Center for Appropriate Technology, submitted written
ony regarding rerfiewable energy resources (EXHIBIT 11).
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Mr. Chuck McGraw, representing Renewable Northwest Project and Natural Resources
Defense Council, testified the reason renewable resource projects are funded out of the
program is because of market barriers to entry for these projects. Mr. McGraw stated the
playing field is not level. Mr. McGraw suggested a cost-effective definition, by its terms, would
be inconsistent with the very reason the program is funding the projects. In addition, Mr.
McGraw stated he does not understand why the ETIC would limit the application to off-grid
projects. Mr. McGraw stated he is troubled by the selective application and suggested there
are other elements of the program that are not having a the rigorous deflnltlon of “gost-
effective” being applied.

Mr. Judge suggested that they have shown flexibility ané?have be SenSIt
lawmakers about targeting the projects to more publlc ngs ta;»get overlap
Judge hoped the existing commitment to renewable e
pointed out that the reason funding is needed is because
if they were, the projects could stand on their own. Mr L ted out that many of the

narrowing the definition of “cost-effective.”

Mr. Matt Leo, representing the Montana Pubilie

‘eneflts derived from
ade sense.

lar panels on the Roundup High School cost
e approxrmately $250 annually in electricity costs.

me homes in the Roundup area could have been
nt|ally more than $250 annually Chairman Olson

dve been weatherized. Chairman Olson admitted resources
nat those resources should be channeled where they were

were ﬁimited, but felt stro
needed the most.

homas asked if there was a comprehensive report depicting where money has been
d in conseny and renewables. Mr. Everts explained the utilities are required to
: fana Department of Revenue (DOR) on where the USB credits are going.

ran, NorthWestern Energy, agreed the information could be obtained from NWE'’s
annual report filed with the DOR. Mr. Corcoran hesitantly agreed a more comprehensive report
could be provided.

Sen. Thomas suggested more information was needed on the various projects, and that more
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emphasis should be placed on low-income assistance in the form of insulation first and bill
assistance second. Sen. Thomas stated 150 megawatts of gross wind generation could be
built into the default supply today, but there was not adequate support. Sen. Thomas stated he
would support the proposal.

Sen. Stonington summarized the issue as how to treat the various aspects of the program that
was set up to improve the energy situation for the whole society and identifying the role of
renewables Sen. Stonmgton thought limiting the definition would not improve the«fwture of

i e amount for

© be cost-

e resources is the

1 for renewable resam
newable resource projects out

Stonington.

. Montana Electric Cooper

happened
utilities.

rve the natural gas side. Mr. Hardy
ramping up their obligation to USB far more than was
. arate USB provisions for the two different types of
utilities. Mr. Hat )

accepted in 129

. etrdy dlrected the ETIC to Attachment 1 of Exhibit 10. Mr.
islation and noted the correct percentage should be 2.4

*asked whether the proposals should be considered in tandem or whether they
sidered separately. Rep. Gallik responded that Sen. Johnson’s proposal was
discussed in Colstrip, and Rep. Olson’s definition for “cost-effective” renewable resources was
discussed, but the Co-ops’ proposal was not raised. Sen. Stonington asked whether Mr. Hardy
was suggesting the Co-ops’ proposal should take the place of Sen. Johnson’s proposal. Mr.
Hardy stated that was not their intention, but rather that the Co-ops would do something similar.
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Sen. Thomas recalled Mr. Hardy expressing a concern in Colstrip, and that this legislation was
drafted to address that concern. Sen. Thomas summarized that if the ETIC makes changes to
the current USB program, it would cause concern with the Montana Electric Co-operative
Association. If the ETIC does not make any changes in percentiles, then the Montana Electric
Co-op Association would not be concerned. Mr. Hardy agreed and stated the legislation is a
result of all the different potentials that were discussed in an attempt to solve problems in the
electric utility industry. Rep. Gallik clarified that there was no substantive dlscusswn about the
Co-ops at the meeting in Colstrip.

ed legisiation

Sen. Johnson stated he did not want to have his proposal joined W|th
by the Co-ops.

Fo)

Rep. Matthews did not feel it was unreasonable to reco
treat them differently.

Sen. Thomas stated the ETIC did not need to act on thi
uniess they adopt Sen. Johnson’s proposal and sugges
proposal.

(Tape 5; Side B)

. Senator Johnson’s USBP Funding

as successful. Sen. Johnson ex I
The percentage numbers wouI

! Ing raised, but as revenue goes up, 2 9

) venue. If revenue goes down, the process

hnson é&aﬁmed that from 1995 until 2003, the Co-ops’

; llion to $197 million. Sen. Johnson explained his formula

gration. Sen. Johnson admitted he was not certain the
ri. Johnson explained that his formula will ensure the

a”s‘*‘ "“?revenues nse Sen. Johnson spoke about mcndences

2.19 percent ﬂ"
program wnII

rogram will move forward with a set percentile. The USB program will be 2.19
percent of rates going forward. Sen. Thomas suggested the Co-ops could make a very
reasonable and rationale argument that they do not need additional monies that the percentile
would raise, because more of their expenses are incurred in poles and wires used to deliver
electricity versus the supply side. Sen. Thomas stated the poles and wires are not what is
causing the problem, but rather supply costs are causing the problems. Sen. Thomas thought
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the Co-ops should be treated separately.

Sen. Johnson stated the money could be used for paying debt or expanding a system. Sen.
Johnson thought his formula would help those who are losing customers since their revenue
would be going down. Sen. Johnson spoke about Yellowstone Valley Electric and their
outstanding rise in revenues. Sen. Johnson pointed out Yellowstone Valley Electric would be
taking in the suburban areas around Billings and their revenues would continue to rise. In
contrast, the Co-op at Circle is not doing as well, so their participation wouId be lawer.

Rep. Matthews reminded Sen. Johnson that he supported Sen. Johns_;
Colstrip, and asked if when the Co-ops bring forward their Qﬁ,
would support it. Sen. Johnson replied he could not, and.
differently. Rep. Matthews asked if the Co-ops, before §
Sen. Johnson replied no one did. Rep. Matthews stated
have had in electricity has been the USB charge. Sen
charge was on and Co-ops were not paying, the USB
not paying in. Sen. Johnson narrowed the question dow:
want to help people. Rep. Matthews recalled that MDU pa
income assistance. Rep. Matthews’ concerns centered arou all Co-ops who do not
even use natural gas. '

)endment in

ps to use a different
‘Accept Sen. Johnson's
e neutral. Mr. Hardy

Sen. Stonington asked Mr. Hardy why he feel

ue neutral position, whether they
paunt over time as the percentage

nt as revenues grow. Mr. Hardy
ggesting setting a percentage that does
and works the same for the public utilities

aps would like to use the local control to determine what the need is in a given area. Mr.
ardy would prefer t@see the rate for the Co-ops be tied to their rates and not be based on

s and Co-ops.

Sen. Thomas moved to amend Sen. Johnson’s proposal by adding language to separate the
Co-ops into a separate percentile, as proposed by the Co-ops, along the same line as Sen.
Johnson’s proposal, but starting now and going forward at 1.91 percent. The public utilities
would be at 2.19 percent going forward. Sen. Thomas moved to include the language
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requested by the Co-ops that leaves their local control in tact and incorporate the language
proposed by the Co-ops in 69-8-402(5)(b), which leaves the minimum at 17 percent.

Rep. Gallik stated he would support the motion since in takes into consideration Sen. Johnson’s
concerns of fairness and equity. Rep. Gallik stated he does not like to see the differentiation on
the low-income side, but understands the reason for the differentiation.

. Public Comment

support the
ing a balance.
:UJSB funds to g

rrrrrrr

Mr. Pat Corcoran, representing NorthWestern Energy, stated NWE ¢
need for the USB program. Mr. Corcoran spoke about the
Mr. Corcoran expressed concerns about the requirement.
the state since they will not know what the annual fundi
spend in that year until the year is completed. Mr. Cor
coming in the door on December 31. Mr. Corcoran ex
the year they were received, even though the money m
year. In addition, Mr. Corcoran stated NWE'’s rates werel
had an automatic mechanism built into the rates. Mr. C

be expended imi
sage basis, so NWE already
ssed concerns about
W-income customers are

. maintaining the

ere not being enough
rarned against raising

e done on USB.

ySee whateveris done on the electricity side
d he was . %%t making that suggestion and did

&M’

not have the answer.

(Tape 6; Side A)

=XHIBIT 12). Ms. Harper would like to see fair and comparable access to energy
assistance throughout the state. Ms. Harper believed there are a variety of special
arrangements already embedded in the USB program that need to be considered. Ms. Harper
suggested 25 percent for low income across the board would be appropriate.
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Mr. Jim Nolan, Montana Department of Public Health and Human Services, testified the energy
needs for low-income is incredible. Mr. Nolan stated there is a backlog of people who need
their homes weatherized. Mr. Nolan believed that 25 percent for low-income assistance is the
status quo. Mr. Nolan suggested Sen. Johnson'’s legislation should also incorporate some sort
of fail safe mechanism in the instance revenues from the utilities go down.

Sen. Johnson commented that allowing the percentage to track with revenue, up or down, was
the most fair way to go.

say what the low-
If to two-thirds of

Mr Corcoran added that uniess the numbers are studied, it is mposs&

$300,000 a year.
agrams for NWE, the

Sen. Thomas’s motion to amend Sen. Jo
Co-ops at 1.91 percent and to leave the
Johnson and Sen. Ryan voting no.

te section and different percentile
ndment also includes a separate

Mr. Everts clarified the ETIC adopi
that is revenue neutral specific
section for cooperatlves on

Sen. Stoningtor
USB funds. Th

nd 17 percent for the Co-ops. Sen. Thomas agreed that was correct.

. Public Comment

There was no further public comment offered on LC8686 as amended by the ETIC.
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Sen. Thomas moved that one-half of the increase in the USB program go into other low-income
programs.

Rep. Gallik was concerned with raising the amount to low income and then lowering that
amount by moving half of the money. Sen. Thomas responded that he is proposing that low-
income assistance grow a little bit more. Sen. Stonington stated she was resistant to the
motion since more flexibility is needed and not more requirements.

Sen. Thomas’s motion failed with Sen. Stonington, Sen. Johnson, Sen. Ryan
voting no.

The motion to approve bill draft request LC8686, as amend ied” Johnson voting
no. ; pas

There being no further business to come before the E
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